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Risk-Based Capital 

BHCPR page 14 presents the risk-
based capital ratios and the compo
nents of total risk-based capital and 
risk-weighted assets for bank hold
ing companies . In addition, this page 
provides additional information on 
risk-weighted assets. 

For a complete description of the 
Federal Reserve Board’s risk-based 
capital adequacy guidelines for 
bank holding companies, please refer 
to Appendices A and E of Regulation 
Y, 12 C.F.R. 225. Risk-based capital 
data provided on this page are 
derived primarily from Schedule 
HC-R of the FR Y-9C report form. 

Risk-Based Capital ($000) 

Tier 1 Capital 

Total Equity Capital 

The sum of perpetual preferred stock 
and related surplus, common stock 
and related surplus, retained earn
ings, accumulated other comprehen
sive income, and other equity capital 
components. 

Net Unrealized Gains (Losses) on AFS 
Securities 

The amount of net unrealized hold
ing gains (losses) on available-for-sale 
securities included in accumulated 
other comprehensive income. In com
puting tier 1 capital, this amount is 
added back to equity capital if it rep
resents a loss or negative value and 
deducted from equity capital if it rep
resents a gain or positive value. 

Less: Net Unrealized Loss on 
AFS Eq Secs 

The amount of any net unrealized 
holding loss on available-for-sale 
equity securities included in accumu
lated other comprehensive income. 
This item is displayed as a positive 
value. 

Accumulated Net Gains (Losses) on 
Cash Flow Hedges 

The amount of accumulated net gains 
(losses) on cash flow hedges included 
in accumulated other comprehensive 
income. In computing tier 1 capital, 
this amount is added back to equity 
capital if it represents a loss or nega
tive value and deducted from equity 
capital if it represents a gain or posi
tive value. This item is available only 
for report dates after December 31, 
1998. 

Less: Nonqualifying Perpetual Preferred 
Stock 

The amount of perpetual preferred 
stock that does not qualify for inclu
sion in Tier 1 capital based on the 
Federal Reserve’s capital guidelines 
for bank holding companies. 

Qualifying Minority Interest 

The portion of minority interests in 
consolidated subsidiaries that is eli
gible for inclusion in Tier 1 capital. 

Less: Disallowed Goodwill and Other 
Intangibles 

The amounts of Goodwill and other 
intangible assets that do not qualify 
for inclusion in Tier 1 capital. 

Less: Disallowed Servicing Assets and 
Purchased Credit Card Relationships 

The portion of servicing assets and 
purchased credit card relationships 
that does not qualify for inclusion in 
Tier 1 capital. 

Less: Disallowed Deferred Tax Assets 

The amount of net deferred tax 
assets that does not qualify for inclu
sion in Tier 1 capital. 

Other Additions to (Deductions from) 
Tier 1 Capital 

The amount of any other additions 
to, or deductions from, Tier 1 capital. 

For purposes of this item, bank hold
ing companies are to report as a 
deduction from Tier 1 capital 50 per-
cent of the aggregate amount of 
investments in banking and finance 
subsidiaries that are not consolidated 
for accounting or regulatory report 
purposes. 

Tier 1 Capital 

The sum of total equity capital, quali
fying minority interests in consoli
dated subsidiaries, and other addi
tions to (deductions from) Tier 1 
Capital less net unrealized gains 
(losses) on available-for-sale securi
ties, net unrealized loss on available-
for-sale equity securities, accumu
lated net gains (losses) on cash flow 
hedges, nonqualifying perpetual pre
ferred stock, disallowed goodwill and 
other intangible assets, disallowed 
servicing assets and purchased credit 
card relationships, and deferred tax 
assets. 

Tier 2 Capital 

Qualifying Subordinated Debt and 
Redeemable Preferred Stock 

The portion of qualifying limited-life 
capital instruments that is includible 
in Tier 2 capital. 

Cumulative Perpetual Preferred Stock 
Includible in Tier 2 Capital 

The amount of outstanding cumula
tive perpetual preferred stock, includ
ing any amounts received in excess 
of par or stated value, includible in 
Tier 2 Capital. 

Allowance for Loan and Lease Losses 
Includible in Tier 2 Capital 

The portion of the bank holding 
company’s allowance for loan and 
lease losses that is includible in Tier 2 
capital. The amount cannot exceed 
1.25 percent of the company’s gross 
risk-weighted assets. 
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Unrealized Gains on Available-For-Sale 
Equity Securities Includible in Tier 2 
Capital 

The pretax net unrealized holding 
gain, if any, on available-for-sale 
equity securities that is includible in 
Tier 2 capital. The amount cannot 
exceed 45 percent of the bank hold
ing company’s pretax net unrealized 
holding gain on available-for-sale 
equity securities with readily deter-
minable fair values. 

Other Tier 2 Capital Components 

The amount of any other items that 
qualify for inclusion in Tier 2 capital. 

Allowable Tier 2 Capital 

The amount of allowable Tier 2 capi
tal. The maximum amount of Tier 2 
capital that is allowable in a bank 
holding company’s qualifying total 
capital is 100 percent of Tier 1 capital. 

Tier 3 Capital 

The amount of the bank holding 
company’s Tier 3 capital allocated for 
market risk. This item is only appli
cable to bank holding company’s that 
are subject to the market risk capital 
requirement and may not be used to 
support credit risk. The sum of Tier 3 
capital and allowable Tier 2 capital 
may not exceed Tier 1 capital. 

Total Risk-Based Capital Before 
Deductions 

The sum of Tier 1 capital and allow-
able Tier 2 capital plus Tier 3 Capital, 
where applicable. 

Less: Deductions for Risk-Based Capital 

The amount of any intentional 
reciprocol cross-holdings of banking 
organizations’ capital instruments, 
and any other deductions for total 
risk-based capital as determined by 
the Federal Reserve or the capital 
guidelines. 

Total Risk-Based Capital 

The sum of Tier 1, Tier 2, and Tier 3 

capital, where applicable, less deduc
tions for total risk-based capital. 

Risk-Weighted Assets 

Total On-Balance-Sheet Risk-Weighted 
Assets 

The sum of gross on-balance-sheet 
assets that are risk-weighted at 20 
percent, 50 percent, or 100 percent. 

Total Off-Balance-Sheet Items and 
Derivatives Credit Equivalent 
Risk-Weighted Assets 

Credit equivalent amounts of off-bal
ance sheet and derivative items that 
are risk-weighted at 20 percent, 50 
percent, or 100 percent. 

Risk-Weighted Assets 

The sum of on-balance-sheet risk-
weighted assets and off-balance-sheet 
items and derivatives credit equiva
lent risk-weighted assets. 

Market Risk Equivalent Assets 

The amount of the bank holding 
company’s measure for market risk 
(as computed using its internal 
model) multiplied by 12.5. See the 
Federal Reserve’s capital guidelines 
for specific instructions on the calcu
lation of the market risk measure. 

Risk-Weighted Assets Before 
Deductions 

The sum of risk-weighted assets and 
market risk equivalent assets. 

Less: Excess Allowance for Loan and 
Lease Losses 

The excess amount of the allowance 
for loan and lease losses over 1.25 
percent of gross risk-weighted assets. 

Less: Allocated Transfer Risk Reserve 

The amount of any allocated transfer 
risk reserve the bank holding com
pany is required to establish and 
maintain as specified in Section 905(a) 
of the International Lending Super-
vision Act of 1983, in the Federal 
Reserve’s regulation implementing 

the Act (Subpart D of Federal Reserve 
Regulation K), and in any guidelines, 
letters, or instructions issued by the 
Federal Reserve. 

Total Risk-Weighted Assets 

Risk-weighted assets before deduc
tions less the excess allowance for 
loan and lease losses and any allo
cated transfer risk reserve. 

Average Total Assets for Leverage 
Capital Purposes 

Average total assets less disallowed 
goodwill and other disallowed intan
gible assets, disallowed servicing 
assets and purchased credit card 
relationships, disallowed deferred tax 
assets, and other deductions from 
assets for leverage capital purposes. 

Memoranda 

Mortgage Servicing Assets 

The unamortized cost of acquiring 
contracts to service loans secured by 
real estate. 

Purchased Credit Card Relationships 
and Nonmortgage Servicing Assets 

The sum of unamortized amount of 
purchased credit card relationships 
arising from the purchase of credit 
card receivables along with the right 
to provide credit card services to 
those customers and nonmortgage 
servicing assets arising from servic
ing contracts on financial assets other 
than loans secured by real estate. 

All Other Identifiable Intangible Assets 

The unamortized amount of other 
specifically identifiable intangible 
assets, including core deposit intan
gibles, favorable leasehold rights, and 
organization costs. 

Capital Ratios 

Tier 1 Leverage Ratio 

Tier 1 capital divided by average 
total assets for leverage capital 
purposes. 
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Tier 1 Risk-Based Capital Ratio 

Tier 1 capital divided by total risk-
weighted assets. 

Total Risk-Based Capital Ratio 

Total risk-based capital divided by 
total risk-weighted assets. 

Tangible Tier 1 Leverage Ratio 

Tier 1 capital, net of intangible 
assets, divided by average assets for 
the latest quarter, net of intangible 
assets. 

Tangible Common Equity Capital/ 
Tangible Assets 

Equity capital minus the sum of per
petual preferred stock (net of related 
treasury stock) and intangible assets, 
divided by total assets, net of intan
gible assets. 

Other Ratios 

Mortgage Servicing Assets/Principal 
Balance 

Mortgage servicing assets divided by 

the outstanding principal balances of 
1–4 family residential mortgages ser
viced for others with recourse and 
without recourse or other servicer
provided credit enhancements. 

Estimated Fair Value of Mortgage 
Servicing Assets/Mortgage 

Estimated fair value of mortgage ser
vicing assets divided by mortgage 
servicing assets. 
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